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under grants and subgrants are speci-
fied at 2 CFR part 200, subpart E—Cost 
Principles. 

(Authority: 20 U.S.C. 1221e–3 and 3474) 

[79 FR 76093, Dec. 19, 2014] 

§ 76.532 Use of funds for religion pro-
hibited. 

(a) No State or subgrantee may use 
its grant or subgrant to pay for any of 
the following: 

(1) Religious worship, instruction, or 
proselytization. 

(2) Equipment or supplies to be used 
for any of the activities specified in 
paragraph (a)(1) of this section. 

(b) [Reserved] 

(Authority: 20 U.S.C. 1221e–3, 3474, and 
6511(a)) 

[45 FR 22517, Apr. 3, 1980. Redesignated at 45 
FR 77368, Nov. 21, 1980, as amended at 69 FR 
31711, June 4, 2004] 

§ 76.533 Acquisition of real property; 
construction. 

No State or subgrantee may use its 
grant or subgrant for acquisition of 
real property or for construction unless 
specifically permitted by the author-
izing statute or implementing regula-
tions for the program. 

(Authority: 20 U.S.C. 1221e–3, 3474, and 
6511(a)) 

§ 76.534 Use of tuition and fees re-
stricted. 

No State or subgrantee may count 
tuition and fees collected from stu-
dents toward meeting matching, cost 
sharing, or maintenance of effort re-
quirements of a program. 

(Authority: 20 U.S.C. 1221e–3, 3474, and 
6511(a)) 

INDIRECT COST RATES 

§ 76.560 General indirect cost rates; ex-
ceptions. 

(a) The differences between direct 
and indirect costs and the principles 
for determining the general indirect 
cost rate that a grantee may use for 
grants under most programs are speci-
fied in the cost principles for— 

(1) All grantees, other than hospitals 
and commercial (for-profit) organiza-
tions, at 2 CFR part 200, subpart E— 
Cost Principles; 

(2) Hospitals, at 45 CFR part 75, Ap-
pendix XI, Principles for Determining 
Costs Applicable to Research and De-
velopment Under Awards and Con-
tracts With Hospitals; and 

(3) Commercial (for-profit) organiza-
tions, at 48 CFR part 31, Contract Cost 
Principles and Procedures. 

(b) A grantee must have a current in-
direct cost rate agreement to charge 
indirect costs to a grant. To obtain an 
indirect cost rate, a grantee must sub-
mit an indirect cost proposal to its 
cognizant agency and negotiate an in-
direct cost rate agreement. 

(c) The Secretary may establish a 
temporary indirect cost rate for a 
grantee that does not have an indirect 
cost rate agreement with its cognizant 
agency. 

(d) The Secretary accepts an indirect 
cost rate negotiated by a grantee’s cog-
nizant agency, but may establish a re-
stricted indirect cost rate for a grantee 
to satisfy the statutory requirements 
of certain programs administered by 
the Department. 

(Authority: 20 U.S.C. 1221e–3, 3474, and 
6511(a)) 

[57 FR 30341, July 8, 1992, as amended at 59 
FR 59582, Nov. 17, 1994; 79 FR 76094, Dec. 19, 
2014] 

§ 76.561 Approval of indirect cost 
rates. 

(a) If the Department of Education is 
the cognizant agency, the Secretary 
approves an indirect cost rate for a 
State agency and for a subgrantee 
other than a local educational agency. 
For the purposes of this section, the 
term local educational agency does not 
include a State agency. 

(b) Each State educational agency, 
on the basis of a plan approved by the 
Secretary, shall approve an indirect 
cost rate for each local educational 
agency that requests it to do so. These 
rates may be for periods longer than a 
year if rates are sufficiently stable to 
justify a longer period. 

(c) The Secretary generally approves 
indirect cost rate agreements annually. 
Indirect cost rate agreements may be 
approved for periods longer than a year 
if the Secretary determines that rates 
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will be sufficiently stable to justify a 
longer rate period. 

(Authority: 20 U.S.C. 1221e–3, 3474, and 
6511(a)) 

[59 FR 59583, Nov. 17, 1994] 

§ 76.563 Restricted indirect cost rate— 
programs covered. 

Sections 76.564 through 76.569 apply 
to agencies of State and local govern-
ments that are grantees under pro-
grams with a statutory requirement 
prohibiting the use of Federal funds to 
supplant non-Federal funds, and to 
their subgrantees under these pro-
grams. 

(Authority: 20 U.S.C. 1221e–3, 3474, and 
6511(a)) 

[59 FR 59583, Nov. 17, 1994] 

§ 76.564 Restricted indirect cost rate— 
formula. 

(a) An indirect cost rate for a grant 
covered by § 76.563 or 34 CFR 75.563 is 
determined by the following formula: 

Restricted indirect cost rate = (General 
management costs + Fixed costs) ÷ 
(Other expenditures) 

(b) General management costs, fixed 
costs, and other expenditures must be 
determined under §§ 76.565 through 
76.567. 

(c) Under the programs covered by 
§ 76.563, a subgrantee of an agency of a 
State or a local government (as those 
terms are defined in 2 CFR 200.90 and 
200.64, respectively), or a grantee sub-
ject to 34 CFR 75.563 that is not a State 
or local government agency may use— 

(1) An indirect cost rate computed 
under paragraph (a) of this section; or 

(2) An indirect cost rate of eight per-
cent unless the Secretary determines 
that the subgrantee or grantee would 
have a lower rate under paragraph (a) 
of this section. 

(d) Indirect costs that are unre-
covered as a result of these restrictions 
may not be charged directly, used to 
satisfy matching or cost-sharing re-
quirements, or charged to another Fed-
eral award. 

(Authority: 20 U.S.C. 1221e–3(a)(1), 2831(a), 
2974(b), and 3474) 

[59 FR 59583, Nov. 17, 1994, as amended at 79 
FR 76094, Dec. 19, 2014] 

§ 76.565 General management costs— 
restricted rate. 

(a) As used in § 76.564, general manage-
ment costs means the costs of activities 
that are for the direction and control 
of the grantee’s affairs that are organi-
zation-wide. An activity is not organi-
zation-wide if it is limited to one activ-
ity, one component of the grantee, one 
subject, one phase of operations, or 
other single responsibility. 

(b) General management costs in-
clude the costs of performing a service 
function, such as accounting, payroll 
preparation, or personnel management, 
that is normally at the grantee’s level 
even if the function is physically lo-
cated elsewhere for convenience or bet-
ter management. The term also in-
cludes certain occupancy and space 
maintenance costs as determined under 
§ 76.568. 

(c) The term does not include expend-
itures for— 

(1) Divisional administration that is 
limited to one component of the grant-
ee; 

(2) The governing body of the grant-
ee; 

(3) Compensation of the chief execu-
tive officer of the grantee; 

(4) Compensation of the chief execu-
tive officer of any component of the 
grantee; and 

(5) Operation of the immediate of-
fices of these officers. 

(d) For purposes of this section— 
(1) The chief executive officer of the 

grantee is the individual who is the 
head of the executive office of the 
grantee and exercises overall responsi-
bility for the operation and manage-
ment of the organization. The chief ex-
ecutive officer’s immediate office in-
cludes any deputy chief executive offi-
cer or similar officer along with imme-
diate support staff of these individuals. 
The term does not include the gov-
erning body of the grantee, such as a 
board or a similar elected or appointed 
governing body; and 

(2) Components of the grantee are 
those organizational units supervised 
directly or indirectly by the chief exec-
utive officer. These organizational 
units generally exist one management 
level below the executive office of the 
grantee. The term does not include the 
office of the chief executive officer or a 
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